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Summary of Organization, Programs,
and Problems

The Office of the Feonomic Coordinetor was established under a jolnt direc~
tive of the secretaries of “tste, Treasury, and Defense und the Nirector of the
Forelpn Operstions idministrztion which wss ap roved by the President on August
T, 1953,

Under the terms of the 1953 Directive, overzll responsibillity for the devel- ,
opment and coordination of U.S. military end econumic aid sctivities in Korea was |
assigned to the Cosmmander-in~Chief, United Nations Command (CINCUEC). An Economie {
Coordinator was designated us tre principal econcmic advisor on the staff of
CINCURC, snd certein economic and financiel res; onaibilities were delegated to the
Economic Coordinator. In sddition, ths teonomic Coordiratcor wes to represent the
Foreign Cperations sdministration (FOA) in Kores and was to be provided with a
stufl by the roi. :

The Eeonomic Coordinstor serves =3 the representative of CIFCUNC on the joint
Kepnilic of Korea~United Nations Command Combined Iconomic Hoard. The Conmbined
Econonic Board, established under the US/ROY Eeoncmic Coordinatlion kgreament of
Loy 24, 1952, acts as the agency for the development, implementation, and coor-
dinaticn of all aspects of civil assistance and eccnomic aid prograss in Korea.

In addition, the Poard mekes recosmondetions on general economic and financlsl
policies in Korea, and ways and means of developing the most ef{liclenlt use of
Korea's own resources.

o ————— e e =

By delegution of CINCUNC and by his membership on the Combined Econcmice Board ,
the tconoamic Coordinster exercises genersl coordinsticn over the programs of the 1
United Naticns Korean Reccnetructicn Agency (UNKhi}. In the absence of additional !
contributions from mesber notions, the sctivities of the UNHEkA are now limited %o ‘.
the completion of previsusly initiated projects. In December 1955, the Office of i
the tconomie Coordinator assu.ed the res;onsitility for initiation of new projects
in 211 sectors of the economy.

The Office of the Economic Coordinstor {(ORC) is presently staffed by a total
of approximately 263 U.S. and U.N. personnsl. Included in this total sre approxi- '
mately 41 officers and enlisted men furnished on & reimbursable baslis by the U.S. f
Army, and 42 U.N. personnel made avellable by Ui, A total of spproximately 786
Korean nationals are presently in the employ of OFC.

The objectives set for the expanded assistonce prucram initiated by CEC in
1953 include: The support of Korean military forces; the achievemsnt and maln-
tenance of & stundurd of living approxisctely ecuivaisat to thet which prevsiled
in Korea nrior to the cutireak of hostilitles in 1950; the zccomplistment of such
reconstruction snd development ae right be possible within the limits ot available
resources #nd s mirht be consistent with the maintensnce of finencial astsbllity.
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Funding for the program aiainistered by CFC is mavie avsilable by the Inter-
naticnal Cooperaticn idministretion sut of Lutual “ecurity Appropriations. The
following is & summary of funds wede available during the first three years of
the propram (in millions f dollars):

Fiscal year 1954 “200.0
¥iscal yaar 195% 261.9
Fiscal ysar 1956 327.0

Totsl 788.9

United States contributions to USEns are not ivcluded in the sbove totals. The
totals include, however, contributions to the Armed Forcea issistance for Fores
progran (25 million in fiscel yeur 1955, and 2 mililcn in fisecsl year 1956) and
reflect allolments fur both Defense Support end Technicz) Cooperation.

Approximstely two~trirds of the funds availsble in fiscel year 19%6 wers
devoted to the importation of raw saterisls end cther commodities for Korean
industry and Agriculture. Included in this program were 360 million for the
purchase of fertilizers, 530 million for raw cotton, and approximstely 920 million
for petroleum products. A totel of £50.7 million of this progrum represented ‘
sales of murplus agricultural commodities for Xareen hwun under “ection 402 of the
Mutual Security Act.

The Koresn hwan genersted by the sale of surplus agricultural comsodities
is used exclusively to sup ort the local currency expenses of the Xorean mllitary
ostablishment. A substuntial jportion of the hwan ;roceesds from the ssle of other -
raw metericls and commodities iz also used dlrectly for military purposes, f4Approx-
imately 50 per cent of the totxl locul currency sales proceeds utilized during
fiscal year 1956 was devoted tu sup.ort of iiOK militery forces; the resaining 50
per cent was used lor eapital irvestment purposes.

—_—

Approximately one-third of the dollar program funds avuailable during fiscel
year 1956 were devoted to capital investment and other projects. Sectors of
economic activity represented in approved ;rojects included sgriculture, mining,
manufacturing, electric power, highwey, marine, and railrosd transportation,
comnmunications, educstion, public woerks, end comnunity development. A sum of 0 ;
million wis &llocated out of fiscal year 1956 program funds for the construction i
of a second plant to roduce fertillzer, & program to digmelize & portion of the ‘
Xorean Fationsl Hallways nas alsc initiated durding fiscal year 1956. These and
similer orojects will, uron completion, result in siymifiecant reductions in the
forglen exchanye cost of imports needed by the Korean econcmy. A total of 85
million was allocated for Technicel Cuoparzticn projects which will provide train-
ing for approximntely 2% FKorsans and certribute to the development of teehnical
sxills in %the ecunumy.

The comoletion of copital investrent projects ircluded in previous programs
has contrivuted to a generzl increase in rroduction since the close of hostilities.
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Agricultural productlion in 1955 exceeded that in 1949 by sbout 8 per ¢sat. Domsstis
goal oukput rose by spproxisately 25 per cent during this period. - About cne-third
more slectric power was genersted in 1955 than in 1949, derpite the fact that in the
late summer of 1955 the U.S. Army withdrew the last of the power barwes which had
supplied power to the econosy. In the field of manufacturing, substantial geins
were recorded in severzl aress, and notably in the tgxtile industry. South Koresn
output of cotton cloth in 1955 was reushly cCouble the output duriig 1949. The Gross
Bational Product of Koree is estimsted at $1.8 billion fumi@il in 1955 and #$1.6
billion in 1949. Gm & per capite basis, It is estiseted Lhst CNP rose froa §78 in
1949 to $8, in 19%5.

Parther gadns in ocutput sre sxpected for 1956. A rew thermsl powdsr plant of
25,000 X% oapecity, finenced by the fiscal year 1954 progras, is now ia full prow
duetion. Two additionsl thermal statlone, with a total of 75,000 KW capacity, are
‘now in test phass and sre to go on stream shortly. A number of small wmm
‘.a.dnthn bave redantly besn completed or ars nesring completion. Por sxample, &
Froducicg truck tires —- the first of its kind in Korea «- antered prodmetion
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ammmmxm recovery has been severs inflation.
money supply has incressed by 200 timss sines 1947 and the price
nnx,m uhm n equal inoresss.

Infistion since the end of the war has baen the result rrimrily of large
dotinlie in She Oovermment's budget, reflecting the burden of meintaiaing s large
.MMMw The ROK defense budget in the fiscsl year 1956 was the
equivalet of 50 per cent of totsl expenditures end approximately 70 per cent of
MI}. of the Covernment.

. Inflstion has slsc, to & large extent, besn the result of uneconomical pricing
Abe goods and services sold by jublic utllities, and Covernmmal osned snd operated
Sakerprises. The lerge deficits resulting from operetions of the railroads, the
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" commanications network, elestric power generation, and Governmmnt cosl sining have .

re¢uired substantisl sxpenditure by the Governmmnt either in the form of d!.uch,

. subsidies or in form of guarantesd bank loans.

Some im rovement in the infletionary trend has bean evident doring the past
yoar. The level of mholesala prices rose by only 4k per cent IRngisca] year 1956,
ss compared to an increass of 106 per cent in the preceding yesr. Retall pricee,
which rose by 112 per csnt in fiscul year 1955, recorded an increase of ocnly abowt
19 per cent in fiseal yeer 1956,

During the past year, the HOK has mids su: stantisl offorits to reduse its m
deflicit and to improve its fiscal and eredit policlies. A continnation of thess of~
forts should aske possible the schievement of a substintial degres of firancial
stability during the next year or two and Surther jrogress Lowerd sconomic reeovery.

Approved For Release 2003/12/02 : CIARBP5E¥05894000200100042-5

= T T

e et

.
PRUF: ey I




